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PART | - FINANCIAL INFORMATION
ITEM 1- FINANCIAL STATEMENTS (UNAUDITED)

BROWN & BROWN, INC.
CONDENSED CONSOL IDATED STATEMENTSOF INCOME
(UNAUDITED)
(in thousands, except per share data)

For thethree months

ended March 31
2003 2002
REVENUES
Commissions and fees $144,252 $110,826
Investment income 333 355
Other income (loss), net 151 (146)
Total revenues 144,736 111,035
EXPENSES
Employee compensation and benefits 68,241 55,400
Non-cash stock grant compensation 817 77
Other operating expenses 19,406 14,927
Amortization 4,337 3,269
Depreciation 1,927 1,715
Interest 1007 1236
Total expenses 95,735 77324
Income before income taxes and minority interest 49,001 33,711
Income taxes 18,465 12,979
Minority interest, net of income tax - 570
NET INCOME $30536 $20162
Net income per share:
Basic $045 $0.31
Diluted 044 031
Weighted average number of shares outstanding:
Basic 68,173 64,300
Diluted 68,931 65,158

See accompanying notes to condensed consolidated financial statements.



BROWN & BROWN, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands, except per share data)

ASSETS

Current assets:
Cash and cash equivalents
Restricted cash
Short term investments
Premiums, commissions and fees receivable
Other current assets
Total current assets

Fixed assets, net

Goodwill, net

Other intangible assets, net
Investments

Deferred income taxes, net
Other assets

Total assets

LIABILITIES

Current liabilities:
Premiums payabl e to insurance companies
Premium deposits and credits due customers
Accounts payable
Accrued expenses
Current portion of long-term debt
Total current ligbilities

Long-term debt
Other liabilities

Minority interest

SHAREHOLDERS' EQUITY

(UNAUDITED)

Common stock, par value $.10 per share; authorized 140,000
shares; issued 68,084 shares at 2003 and 68,178 at 2002

Additional paid-in capital
Retained earnings

Accumulated other comprehensive income, net of tax effect of $1,176 at

2003 and $1,290 at 2002
Total shareholders' equity

Total liahilities and shareholders' equity

March 31,
2003

$49,835
116,724
1,931
132,808
16,040
317,338

25,384
201,705
232,852

8,267
1,972
— 6517

6,808
158,170
249,718

ﬂ
3 g
5 IS

See accompanying notes to condensed consolidated financial statements.

December 31,
2002

$91,247
79,796
446
144,244
16,527
332,260

24,730
176,269
203,984

8,585
1,788
6,733



BROWN & BROWN, INC.

CONDENSED CONSOL IDATED STATEMENTSOF CASH FLOWS

(UNAUDITED)
(in thousands)

CASH FLOWSFROM OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Amortization
Depreciation
Non-cash stock grant compensation
Deferred income tax benefit
Net (gains) losses on sales of investments, fixed assets and
customer accounts
Minority interest in earnings
Changesin operating assets and liabilities, net of effect from
insurance agency acquisitions and disposals:
Restricted cash, (increase)
Premiums, commissions and fees receivable, decrease (increase)
Other assets, decrease
Premiums payabl e to insurance companies, increase
Premium deposits and credits due customer, (decrease) increase
Accounts payable, increase
Accrued expenses, (decrease)
Other liabilities, increase (decrease)
NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWSFROM INVESTING ACTIVITIES
Additionsto fixed assets

Payments for businesses acquired, net of cash acquired
Proceeds from sales of fixed assets and client accounts
Purchases of investments

Proceeds from sales of investments

NET CASH USED IN INVESTING ACTIVITIES

CASH FLOWSFROM FINANCING ACTIVITIES:

Payments on long-term debt

Proceeds from issuance of common stock, net of expenses

I ssuances of common stock for employee stock benefit plans
Purchase of common stock for employee stock benefit plans

Cash dividends paid

Cash distribution to minority interest shareholders

NET CASH (USED IN) PROVIDED BY FINANCING ACTIVITIES

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of period

CASH AND CASH EQUIVALENTSAT END OF PERIOD

For thethree months

ended March 31
2003 2002
$30,536 $20,162

4,337 3,269
1,927 1,715
817 777

(70) (634)
(114) 287

- 927
(36,928) (33,742
11,436 (16,697)
1,385 496
9,319 30,033
(792) 438
17,610 15,070
(5,756) (2,348)
250 162
33957 19501
(2,261) (1,784)
(58,309) (2,231)
623 1,850
(1,504) (GS))
- 133

61.451 (2,080)
(4,887) (9,061)
- 149,437

113 -
(2.334) -
(3.920) (3,002)
(2.890) (1333)
(13.918) 136,041
(41,412 153,552
91,247 16,048
$49835 $169,600

See accompanying notes to condensed consolidated financial statements.
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BROWN & BROWN, INC.
NOTES TO CONDENSED CONSOL IDATED FINANCIAL STATEMENTS
(UNAUDITED)

Note 1 - Basis of Financial Reporting

The accompanying unaudited condensed consolidated financia statements have been prepared in
accordance with accounting principles generally accepted in the United States of America for interim
financid information and with the ingtructions for Form 10-Q and Article 10 of Regulation S-X.
Accordingly, they do not include dl of the information and footnotes required by gererally accepted
accounting principles for complete financia statements. In the opinion of management, al adjustments
(consisting of normal recurring accruas) considered necessary for afair presentation have been included.
These unaudited, condensed, and consolidated financial statements should be read in conjunction with the
audited consolidated financial statements and the notes thereto set forth in the Company's Annual Report
on Form 10-K for the year ended December 31, 2002.

Results of operations for the three-month period ended March 31, 2003 are not necessarily indicative
of the results that may be expected for the year ending December 31, 2003.

Note 2 - Basic and Diluted Net Income Per Share

The following table sets forth the computation of basic net income per common share and diluted net
income per common and common equivalent share (in thousands, except per-share data):

For the three-months
ended March 31,

2003 2002
Net income $30.536 $20,162
Weighted average number of common shares outstanding 68,173 64,300
Dilutive effect of stock options using the treasury stock method 758 858
Weighted average number of common and common equivaent
shares outstanding 68931 65158
Basic net income per share $0.45 $0.31
Diluted net income per common and common equivalent share $0.44 $0.31



Note 3 - Acquisitions

During the first quarter of 2003, the Company acquired certain assets and liabilities of nine genera
insurance agencies, several books of business (customer accounts) and the remaining 25% minority
interest in Florida Intracoastal Underwriters, Limited Company. The aggregate purchase price was
approximately $47,965,000, including $47,324,000 of net cash payments and the issuance of notes payable
in the amount of $641,000. Additionaly, $10,985,000 was paid and $1,540,000 of notes payable were
issued during the quarter on the "earn-out” purchase price agreements of prior acquisitions. Each of these
transactions has been included in the condensed consolidated financia statements since the date of such
transaction. These acquisitions are not materia to the consolidated financial statements individualy or in

aggregate.

The preliminary alocation of the aggregate purchase price to the fair values of the assets acquired,
including earn-out adjustments, through the first three months of 2003 was as follows.  Purchased
customer accounts - $33,618,000, Goodwill- $25,837,000, Noncompete agreements - $253,000 and fixed
assets and other miscellaneous net assets - $782,000

Note 4 - Goodwill and Other Intangible Assets

Effective January 1, 2002, the Company adopted Statement of Financid Accounting Standards
("SFAS') No. 142, "Goodwill and Other Intangible Assets’. SFAS No. 142 provides for the non-
amortization of goodwill. Goodwill will now be subject to at least an annua assessment for impairment by
applying a fair-value based test. Other intangible assets will be amortized over their useful lives (other
than indefinite life assets) and will be subject to alower of cost or market impairment testing.

SFAS No. 142 requires the Company to compare the fair value of each reporting unit with its carrying
amount to determine if there is potentia impairment of goodwill. If the fair value of the reporting unit is
less than its carrying value, an impairment loss would be recorded to the extent that the fair vaue of the
goodwill within the reporting unit is less than its carrying value. Fair value is estimated based on multiples
of revenues, earnings before interest, income taxes, depreciation and amortization (EBITDA) and
discounted cash flows.

The changes in goodwill, net of accumulated amortization, for the three months ended March 31, 2003,
are as follows (in thousands):

National
Retall Programs Services Brokerage Total
Balance as of December 31, 2002 $131,423 $38,905 $56 $5,885 $176,269
Goodwill acquired during 2003 16,261 9,576 - - 25,837
Goodwill disposed of relating to sale
of businesses (401) - - - (401)
Balance as of March 31, 2003 $147,283 $48481 $56 $5885 $201,705



Other intangible assets at March 31, consisted of the following (in thousands, excet for years):

2003 2002
Gross Net Weighte Gross Net Weighte
d d
Carying Accumulated Carrying  Average Carying Accumulated Carrying  Average
Value Amortization Value Life Value Amortization Vaue Life
(Yrs) (Yrs)
Purchased
Customer
Accounts $287,365 $(66,720) $220,645 183 $254,413 $(63,188)  $191,225 181
Noncompete
Agreements 31939 (19,732 12,207 7.7 31,686 (18,927) 12759 7.7
Total $319.304 $(86,452) $232,852 $286,099 §82115) $203984

Amortization expense for amortizable assets for the years ended December 31, 2003, 2004, 2005, 2006
and 2007 are estimated to be $17.5 million, $17.4 million, $16.9 million, $15.5 million and $15.0 million,

respectively.
Note 5 - Long-Term Debt

In January 2001, the Company entered into a $90 million unsecured seventyear term loan agreement
with a nationa banking ingtitution, bearing an interest rate based upon the 30-, 60- or 90-day London
Interbank Offering Rate (LIBOR) plus 0.50% to 1.00%, depending upon the Company's quarterly ratio of
funded debt to earnings before interest, taxes, depreciation and amortization. The 90-day LIBOR was
1.40% as of March 31, 2003. The loan was fully funded on January 3, 2001 and as of March 31, 2003 had
an outstanding balance of $61.1 million. This loan is to be repaid in equa quarterly installments of $3.2
million through December 2007.

To hedge the risk of increasing interest rates from January 2, 2002 through the remaining six years of
its seven-year $90 million term loan, the Company entered into an interest rate swap agreement that
effectively converted the floating LIBOR-based interest payments to fixed interest rate payments at
4.53%. This agreement did not affect the required 0.50% to 1.00% credit risk spread portion of the term
loan. In accordance with SFAS No. 133, as amended, the Company recorded a liability as of March 31,
2003 for the fair value of the interest rate swap of approximately $2,016,000 net of taxes of approximately
$1,236,000, with the related change in fair value reflected as other comprehensive income.  As of
December 31, 2002, the Company recorded a ligbility for the fair value of the interest rate swap of
approximately $2,070,000, net of taxes of approximately $1,269,000. The Company has designated and
assessed the derivative as a highly effective cash flow hedge.

The Company aso had a revolving credit facility with a nationa banking ingtitution that provided for
available borrowings of up to $50 million, with a maturity date of October 2002, bearing an interest rate
based upon the 30-, 60- or 90-day LIBOR plus 0.45% to 1.00%, depending upon the Company's quarterly
ratio of funded debt to earnings before interest, taxes, depreciation and amortization. A commitment fee
of 0.15% to 0.25% per annum is assessed on the unused balance. There were no borrowings against this
facility at March 31, 2002 and the facility was not renewed upon its maturity date in October 2002.



In 1991, the Company entered into a long-term unsecured credit agreement with a major insurance
company that provided for borrowings at an interest rate equd to the prime rate (4.25% and 4.25% at
March 31, 2003 and December 31, 2002, respectively) plus 1.00%. At March 31, 2003, the maximum
amount of $1.0 million currently available for borrowings was outstanding. In accordance with an August
1, 1998 amendment to the credit agreement, the outstanding balance will be repaid in August 2003.

Acquisition notes payable in the amount of $18.6 million represent debt incurred to former owners of
certain agencies acquired by Brown & Brown. These notes, including future contingent payments are
payable in monthly, quarterly or annua ingtallments through February 2014, including interest ranging from
4.5% to 15.25%.

Note 6 - Contingencies

We are involved in numerous pending or threatened proceedings by or against us or one or more of our
subsidiaries that arise in the ordinary course of business. The damages that may be claimed are
subgtantial, including in many instances claims for punitive or extraordinary damages.

On June 25, 2002, Brown & Brown, Inc., its wholly owned subsidiary, Brown & Brown Insurance
Services of Texas, Inc. ("BBTX"), and Aerostaff Services, Inc. ("Aerostaff") were named as defendants
in a lawsuit filed by Vega Roofing, Inc. ("Plaintiff") in a case styled Vega Roofing Co. vs. Brown &
Brown, Inc., et al., Cause No. C-1250-02-B in the 92" Judicial District Court of Hidalgo County, Texas.
Faintiff aleges violations of the Texas Insurance Code and the Texas Deceptive Trade Practices-
Consumer Protection Act, negligent misrepresentation and professional negligence, and seeks recovery of
punitive or extraordinary damages (such as treble damages) and attorneys' fees.

Paintiff, a roofing company, was one of Aerostaff's clients. Aerostaff provided "employee leasing™-
type services to Plaintiff. Plaintiff claims that Aerostaff was responsible for obtaining workers
compensation insurance to cover leased workers and failed to obtain such coverage, thereby causing
damage to Plaintiff. Plaintiff has claimed that BBTX and Brown & Brown, Inc. are aso liable to it for
those claims. Plaintiff is seeking unspecified monetary damages against Aerostaff, BBTX and Brown &
Brown, Inc.

On the same day that Plaintiff filed its complaint, Aerostaff filed a cross action in the case against
BBTX and Brown & Brown, Inc. asserting substantially the same causes of action aleged by Plaintiff in
the origina complaint, and seeking an unspecified amount in monetary damages, including punitive or
extraordinary damages such as treble damages, and attorneys fees. Aerostaff assertsin the cross action,
among other things, that BBTX and Brown & Brown, Inc. were its agents for procuring workers
compensation insurance coverage for Aerostaff, including its clients, and failed to procure acceptable
coverage, thereby causing damage to Aerostaff. In subsequent responses to discovery requests in the
litigation, Aerostaff claims that its loss due to the aleged failure of BBTX and Brown & Brown, Inc. to
procure acceptable insurance totaed approximately $50,000,000.

On May 2, 2003, BBTX and Brown & Brown, Inc. received from Aerostaff an offer to compromise
al claims and disputes between Aerostaff, Brown & Brown, Inc. and BBTX. The offer to compromise
sought monetary damages equal to the combined policy limits of applicable insurance coverage for the
clams asserted by Aerostaff against BBTX and Brown & Brown, Inc., an amount that exceeds
$85,000,000, and that could be significantly higher if, as Aerostaff contends, insurance policies other than
professional liability policies are applicable to Aerostaff's claims. BBTX and Brown & Brown, Inc. have
advised Aerostaff that a substantive response to the offer will be provided as soon as a full analysis of the
basis for the amounts claimed in the offer of settlement can be completed.
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The workers compensation insurance procured by Aerostaff through BBTX involved an insurance
program that is also the subject of other threatened and pending claims and lawsuits against BBTX and us.
Some of these claims and lawsuits have been resolved, others are in the process of being resolved, and
others are ill in the investigation or discovery phase. We intend to respond appropriately to these claims
and lawsuits, and to vigorously protect our interests.

Although the ultimate outcome of all matters referred to above cannot be ascertained and liabilities in
indeterminate amounts may be imposed on us or our subsidiaries, on the basis of present information,
amounts already provided, availability of insurance coverages and legd advice received, it is the opinion of
management that the disposition or ultimate determination of such claims will not have a material adverse
effect on our consolidated financia position. However, as (i) one or more of our insurance carriers could
take the position that portions of these claims are not covered by our insurance, (ii) to the extent that
payments are made to resolve claims and lawsuits, applicable insurance policy limits are reduced and (jii)
the claims and lawsuits relating to these matters are continuing to develop, it is possible that future results
of operations or cash flows for any particular quarterly or annua period could be materidly affected by
unfavorable resolutions of these matters.

Note 7 - Supplemental Disclosures of Cash Flow Information

For the three-months
ended March 31,

2003 2002
Cash paid during the period for (in thousands):
Interest $1,004 $1,006
Income taxes 3,018 1,400

The Company's significant non-cash investing and financing activities are as follows (in thousands):

For the three-months
ended March 31,

2003 2002
Unredlized holding (loss) gain on available-for-sale securities,
net of tax benefit of $147 in 2003 and net of tax effect of
$1,532 in 2002 ($240) $2,448
Net gains on cash flow-hedging derivatives, net of tax effect
payment of $33 for 2003 and net of tax effect of $68 for 2002 54 109
Notes payable issued or assumed for purchased customer
accounts 640 233
Notes receivable on sale of fixed assets and customer accounts 632 240
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Note 8 - Comprehensive Income

The components of comprehensive income, net of related tax, for the three-month periods ended
March 31, 2003 and 2002 are as follows (in thousands):

2003 2002
Net income $30536  $20,162
Net unredized holding (loss) gain on available-for-sale securities (240) 2,448
Net gains on cash-flow hedging derivative s 109
Comprehensive income $30530 $22.719

Note 9 - Stock-Based Compensation and I ncentive Plans

Brown & Brown applies the intrinsic value based method of APB Opinion No. 25, "Accounting for
Stock Issued to Employees,” to account for its stock plans. Accordingly, Brown & Brown adopted the
disclosure requirements of SFAS No. 148, "Accounting for Stock-based Compensation” - Transtion and
Disclosure, effective for the fisca year ending December 31, 2002, which requires presentation of pro
forma net income and earnings per share information under SFAS No. 123 (same title).

Pursuant to the above disclosure requirement, the following table provides an expanded reconciliation
for all periods presented that adds back to reported net income the recorded expense under APB 25, net
of related income tax effects, deducts the total fair value expense under SFAS 123, net of related income
tax effects and shows the reported and pro forma earnings per share amounts.

For thethree-months

ended March 31,
(in thousands, except per share data) 2003 2002
Net income as reported $30,536 $20,162

Total stock-based employee compensation
cost included in the determination of

net income, net of related tax effects 507 478
Total stock-based employee compensation

cost determined under fair value method for

all awards, net of related tax effects 2202 2124
Pro formanet income $28841 $18516
Earnings per share:

Basic, as reported $0.45 $0.31
Basic, pro forma 042 0.29
Diluted, as reported $0.44 $0.31
Diluted, pro forma 0.42 0.28
Shares - Basic 68,173 64,300
Shares - Diluted 68,931 65,158
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Note 10 - Segment Information

The Company's business is divided into four segments. the Retail Divison, which provides a broad
range of insurance products and services to commercial, professona and individua clients; the National
Programs Division, which is comprised of two units - Professona Programs, which provides professiona
liability and related packages for certain professonas, delivered through nationwide networks of
independent agents, and Special Programs, which markets targeted products and services designated for
specific indugtries, trade groups and market niches; the Services Division, which provides insurance-
related services including third-party administration, consulting for the workers compensation and
employee benefit salf-insurance markets and managed healthcare services, and the Brokerage Division,
which markets and sdls excess surplus commercia insurance and reinsurance, primarily through
independent agents and brokers. The Company conducts al of its operations within the United States of
America

Summarized financial information concerning the Company's reportable segments is shown in the
following table. The "Other" column includes corporate-related items and any income and expenses not
dlocated to reportable segments.

(in thousands)

National

Three Months Ended March 31, 2003: Retail Programs  Services Brokerage Other Total
Total revenues $107,273 $20,167 $7210 $ 9914 $ 172 $144,736
Investment income 12 55 - - 266 333
Interest expense 4,562 1,387 59 238 (5,239 1,007
Depreciation 1,369 258 133 72 %5 1,927
Amortization 3121 1,073 9 95 39 4,337
Income before income taxes

and minority interest 30,929 7574 1,055 4,487 4,956 49,001
Total assets 573,585 232,577 13,086 69,979 (95,192 794,035
Capital expenditures 1,870 228 39 57 67 2,261
(in thousands)

National

Three Months Ended March 31, 2002: Retail Programs Services Brokerage Other Total
Total revenues $88,248 $13,033 $6,752 $4451 $ (1,449 $111,035
Investment income 1,194 262 100 30 (1,231) 355
Interest expense 3,968 435 70 - (3237) 1,236
Depreciation 1,236 226 122 61 70 1,715
Amortization 2,636 575 10 8 40 3,269
Income before income taxes
and minority interest 23,555 5,768 952 1,404 2,032 33711
Total assets 443,256 132,817 10,918 33,631 71,758 692,380
Capital expenditures 1,525 78 25 44 112 1,784




ITEM 22 MANAGEMENT'S DISCUSSION AND ANALY SIS OF FINANCIAL
CONDITION
AND RESULTS OF OPERATIONS (MD&A)

THE FOLLOWING DISCUSSION UPDATES THE MD&A CONTAINED IN THE
COMPANY'S 2002 ANNUAL REPORT ON FORM 10-K, AND THE TWO DISCUSSIONS
SHOULD BE READ TOGETHER.

Critical Accounting Policies

The more critical accounting and reporting policies include our accounting for revenue recognition,
business acquisitions and purchase price alocations, intangible assets impairments, reserves for litigation
and derivative interests. In particular, the accounting for these areas requires significant judgments to be
made by management. Different assumptions in the application of these policies could resultsin material
changesin our consolidated financia position or consolidated results of operations. Refer to Note 1 in the
"Notes to Consolidated Financial Statements' in our Annua Report on Form 10-K on file with the
Securities and Exchange Commission for details regarding al of our critical and significant accounting
policies.

Results of Operations

Net Income. Net income for the first quarter of 2003 was $30.5 million or $0.44 per share, compared
with net income in the first quarter of 2002 of $20.2 million, or $0.31 per share, a 41.9% increase on a per-
share basis.

Commissions and Fees. Commissions and fees for the first quarter of 2003 increased $33.4 million,
or 30.2%, over the same period in 2002. Approximately $19.3 million of thisincrease represents revenues
from acquired agencies, $8.2 million related to higher contingent commissions, (revenues sharing
commissions from insurance companies based upon the volume and the growth and/or profitability of the
business placed with such companies during the prior year), with the remainder due mainly to new
business production and higher renewa commissions.

Investment Income. Investment income for the first quarter of 2003 was essentially flat from the
same period in 2002, but that was the result of higher available investment cash balances with lower
investment yields.

Other Income. Other income primarily includes gains and losses from the sales of customer accounts
and other assets. Other income for the first quarter of 2003 reflected a net gain of $0.2 million versus a
net lossin the first quarter of 2002 of $0.1 million.

Employee Compensation and Benefits. Employee compensation and benefits increased $12.8
million, or 23.2%, during the first quarter of 2003 over the same period in 2002. Thisincrease primarily
relates to the addition of new employees from acquisitions completed since April 1, 2002 and increased
producer compensation that resulted from higher commission revenues. Employee compensation and
benefits as a percentage of total revenue decreased to 47.1% from the 49.9% ratio for the first quarter of
2002 primarily due to the increase in contingency income. Excluding the impact of the increased
contingent commissions, employee compensation and benefits as a percentage of total revenues would be
49.1%.

Non-Cash Stock Grant Compensation. Non-cash stock grant compensation expense represents the
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expense required to be recorded under Accounting Principles Board Opinion No. 25, "Accounting for
Stock Issued to Employees,” relating to our stock performance plan.

The annual cost of this stock performance plan increases only when our average stock price over a 20
trading-day period increases by increments of 20% or more over the price at the time of the original grant,
or when more shares are granted and the aforementioned average stock price increases.

Non-cash stock grant compensation expense increased $40,000, or 5.1%, over the same period in
2002, primarily the result of more granted shares being outstanding during the first quarter of 2003 than
were outstanding during the first quarter of 2002.

Other Operating Expenses. Other operating expenses for the first quarter of 2003 $4.5 million, or
30%, over the same period in 2002, primarily due to acquisitions completed since the first quarter of 2002.
Other operating expenses as a percentage of total revenue for the first quarter of 2003 remained at
13.4%, as compared with the same period in 2002.

Amortization. Amortization expense increased $1.1 million, or 32.7%, over the same period in 2002,
primarily due to acquisitions completed since April 1, 2002.

Depreciation. Depreciation increased $0.2 million, or 12.4%, over the same period in 2002, primarily
due to an increase in capital expenditures and acquired fixed assets.

Interest Expense. Interest expense decreased $0.2 million, or 18.5%, over the same period in 2002 as
aresult of lower outstanding debt balances.

Segment | nformation

Asdiscussed in Note 9 of the notes to our condensed consolidated financial statements, we operate in
four business segments. the Retail, National Programs, Services and Brokerage Divisions.

The Retail Division is our insurance agency business, which provides a broad range of insurance
products and services directly to commercia, governmenta, professonal and individua clients. The Retall
Divison'stota revenues during the first quarter of 2003 increased $19.0 million to $107.3 million, a21.6%
increase over the same period in 2002. Of this increase, approximately $12.0 million related to the core
commissions and fees from acquisitions that had no comparable revenuesin the first quarter of 2002. The
remaining increase is primarily due to net new business growth, which benefited from continued rising
premium rates from the corresponding period in 2002. Income before income taxes and minority interest
in the first three months of 2003 increased $7.4 million to $30.9 million, a 31.3% increase over the same
period in 2002. Thisincrease is due to higher revenues, increases in premium rates and improved cost
structure.

The National Programs Division is comprised of two units. Prafessional Programs, which provides
professional liability and related package products for certain professionals ddlivered through nationwide
networks of independent agents; and Specia Programs, which markets targeted products and services
designated for specific industries, trade groups and market niches. Tota revenues for National Programs
in the first quarter of 2003 increased $7.1 million to $20.2 million, a 54.7% increase over the first quarter
of 2002. Of thisincrease, gpproximately $5.9 million related to core commissions and fees from
acquisitions that had no comparable revenues in the first quarter of 2002. The remaining increaseis
primarily due to net new business growth, which benefited from continued rising premium rates from the
corresponding period in 2002. Income before income taxes and minority interest in the first quarter of
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2003 increased $1.8 million to $7.6 million, a 31.3% increase over the same period in 2002, due primarily to
net increases in revenues.

The Services Divison provides insurance-related services, including third-party administration,
consulting for the workers compensation and employee benefit self -insurance markets and managed
healthcare services. Unlike our other segments, the mgjority of the Services Division's revenues are fees,
which are not significantly affected by fluctuations in general insurance premiums. The Service Divison's
tota revenuesin the first quarter of 2003 increased $0.5 million to $7.2 million, a 6.8% increase over the
same period of 2002, the mgjority of which related to net new business growth. Income before income
taxes and minority interest in the first three months of 2003 increased $0.1 million, or 10.8%, from the
same period in 2002.

The Brokerage Division markets and sells excess and surplus commercia insurance and reinsurance,
primarily through independent agents and brokers. Tota Brokerage revenues in the first quarter of 2003
increased $5.5 million to $9.9 million, a 122.7% increase over the same quarter of 2002, with $1.4 million
relating to core commissions and fees from acquisitions that had no comparable revenue in the first
guarter of 2002. The remaining increase is primarily due to net new business growth which also benefited
from continued rising premium rates from the corresponding period in 2002. Income before income taxes
and minority interest in the first quarter of 2003 increased by $3.1 million to $4.5 million, due primarily to
the net increase in revenues.

Liquidity and Capital Resour ces

Our cash and cash equivalents of $49.8 million at March 31, 2003 decreased by $41.4 million from the
$91.2 million balance a December 31, 2002. During the first quarter of 2003, $34.0 million of cash was
provided from operating activities. During the first quarter of 2003, $58.3 million was used to acquire
other agencies and books of business (customer accounts), $2.3 million was used for additions to fixed
assets, $4.9 million was used for payments on long-term debt, and $3.9 million was used for paymert of
dividends.

As of March 31, 2003, our contractual cash obligations were as follows (in thousands):

Payments Due by Period

Lessthan 1 After 5
Contractual Cash Obligations Total Year 1-3Years 4-SYears Years
Long-Term Debt $ 80,486 $27,226 $29,685 $23,099 $476
Capital Lease Obligations 186 122 64 - -
Other Long Term Liabilities 5854 2,369 1,024 1,246 1,215
Operating L eases 47,959 14,683 19,892 9,261 4,123
Maximum Future Acquisition
Contingency Payments 46,023 10,908 34,785 330 -
Total Contractual Cash Obligations $180,508 $55308 $85450 $£33936 $5814
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In January 2001, we entered into a $90 million unsecured seven-year term loan agreement with a
national banking ingtitution, bearing an interest rate based upon the 30-, 60- or 90-day London Interbank
Offering Rate (LIBOR) plus 0.50% to 1.00%, depending upon our quarterly ratio of funded debt to
earnings before interest, taxes, depreciation and amortization. The 90-day LIBOR was 1.40% as of
March 31, 2003. The loan was fully funded on January 3, 2001 and as of March 31, 2003 had an
outstanding baance of $61.1 million. Thisloan isto be repaid in equal quarterly installments of $3.2 million
through December 2007.

To hedge the risk of increasing interest rates from January 2, 2002 through the remaining six years of
its sevenryear $90 million term loan, we entered into an interest rate swap agreement that effectively
converted the floating LIBOR-based interest payments to fixed interest payments at an annua rate of
4.53%. This agreement did not impact or change the required 0.50% to 1.00% credit risk spread portion
of the term loan. In accordance with SFAS No. 133, as amended, we recorded aligbility as of March 31,
2003 for the fair value of the interest rate swap at March 31, 2003 of approximately $2,016,000, net of
taxes of approximately $1,236,000. We have designated and assessed the derivative as a highly effective
cash flow hedge, and accordingly, the effect is reflected in the other comprehensive income in the
accompanying Consolidated Statements of Shareholders Equity.

The Company nor its subsidiaries have ever incurred off-balance sheet obligations through the use of,
or investment in, off-balance sheet derivative financial instruments or structured finance or specia purpose
entities organized as corporations, partnerships or limited liability companies or trusts.

We believe that our existing cash, cash equivaents, short-term investments portfolio, funds generated
from operations, and available credit facility borrowings are sufficient to satisfy our normal financia needs.

New Accounting Pronouncement

In November 2002, the FASB issued Financia Accounting Standards Board Interpretation No. 45,
"Guarantor's Accounting and Disclosure Requirements for Guarantees, Including Indirect Guarantees of
Indebtedness of Others’ (FIN 45), which requires the guarantor to recognize aliability for the fair value of
the obligation at the inception of the guarantee. The adoption of FIN 45 did not have a material impact on
our financial position or results of operations.

Disclosur e Regar ding Forwar d-L ooking Statements

We make "forward-looking statements' within the "safe harbor" provision of the Private Securities
Litigation Reform Act of 1995 throughout this report and in the documents we incorporate by reference
into this report. You can identify these statements by forward-looking words such & "may," "will,"
"expect,” "anticipate,” "believe," "estimate," "plan” and "continue" or smilar words. We have based these
statements on our current expectations about future events. Although we believe that our expectations
reflected in or suggested by aur forward-looking statements are reasonable, our actual results may differ
materially from what we currently expect. Important factors which could cause our actual results to differ
materialy from the forward-looking statements in this report include:

materia adverse changes in economic conditions in the markets we serve;

future regulatory actions and conditions in the states in which we conduct our business;
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competition from others in the insurance agency and brokerage business;

the integration of our operations with those of businesses or assets we have acquired or may
acquire in the future and the failure to realize the expected benefits of such integration; and

other risks and uncertainties as may be detailed from time to time in our public
announcements and Securities and Exchange Commission filings.

You should carefully read this report completely and with the understanding that our actud future
results may be materially different from what we expect. All forward-looking statements attributable to us
are expresdy qualified by these cautionary statements.

We do not undertake any obligation to publicly update or revise any forward-looking statements.
ITEM 3: QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risk is the potential loss arising from adverse changes in market rates and prices, such as
interest rates and equity prices. We are exposed to market risk through our investments, revolving credit
line and term loan agreements.

Our invested assets are held as cash and cash equivalents, restricted cash, available-for-sale
marketable equity securities, non-marketable equity securities and certificates of deposit. These
investments are subject to interest rate risk and equity price risk. The fair values of our cash and cash
equivaents, restricted cash, and certificates of deposit a8 March 31, 2003 and December 31, 2002
approximated their respective carrying values due to their short-term duration and therefore such market
risk is not considered to be material.

We do not actively invest or trade in equity securities. In addition, we generaly dispose of any
sgnificant equity securities received in conjunction with an acquisition shortly after the acquisition date.
However, we have no current intentions to add to or dispose of any of the 559,970 common stock shares
of Rock-Tenn Company, a publicly-held NY SE company, which we have owned for over ten years. The
investment in Rock-Tenn Company accounted for 70% and 84% of the tota value of available-for-sale
marketable equity securities, non-marketable equity securities and certificates of deposit as of March 31,
2003 and December 31, 2002, respectively. Rock-Tenn Company's closing stock price at March 31, 2003
and December 31, 2002 was $12.80 and $13.48 respectively. Our exposure to equity price risk is primarily
related to the Rock-Tenn Company investment. As of March 31, 2003, the value of the Rock-Tenn
Company investment was $7,168,000.

To hedge the risk of increasing interest rates from January 2, 2002 through the remaining six years of
our sevenyear $90 million term loan, on December 5, 2001 we entered into an interest rate swap
agreement that effectively converted the floating rate LIBOR-based interest payments to fixed interest
rate payments at 4.53%. We do not otherwise enter into derivatives, swaps or other similar financia
instruments for trading or speculative purposes.
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At March 31, 2003, the interest rate swap agreement was as follows:

(inthousands, Contractual/ Weighted Average Weighted Average
except
per centages) Notional Amount  Fair Value Pay Rates Received Rates

Interest rate swap
agreement $61,071 $3,775 4.53% 1.40%

ITEM 4: CONTROLSAND PROCEDURES
Evaluation of Disclosure Controls and Procedures

Within 90 days prior to the date of this report, we carried out an evauation (the "Evaluation”), under
the supervison and with the participation of our Chief Executive Officer ("CEQO") and Chief Financial
Officer ("CFQO"), of the effectiveness of the design and operation of our disclosure controls and
procedures ("Disclosure Controls'). Based on the Evaluation, our CEO and CFO concluded that, subject
to the limitations noted below, our Disclosure Controls are effective in timely aerting them to materia
information required to be included in our periodic Securities and Exchange Commission reports

Changesin Internal Controls

We have aso evaluated our interna controls for financia reporting, and there have been no significant
changes in our internal controls or in other factors that could significantly affect those controls subsequent
to the date of their last evaluation.

Limitations on the Effectiveness of Controls

Our management, including our CEO and CFO, does not expect that our Disclosure Controls and
internal controls will prevent all error and al fraud. A control system, no matter how well concelved and
operated, can provide only reasonable, not absolute, assurance that the objectives of the control system are
met. Further, the design of a control system must reflect the fact that there are resource constraints, and
the benefits of controls must be considered relative to their costs. Because of the inherent limitations in al
control systems, no evauation of controls can provide absolute assurance that al control issues and
instances of fraud, if any, within the Company have been detected. These inherent limitations include the
redities that judgments in decison-making can be faulty, and that breakdowns can occur because of
smple error or mistake. Additionaly, controls can be circumvented by the individua acts of some persons,
by collusion of two or more people, or by management override of the control.

The design of any system of controls asois based in part upon certain assumptions about the likelihood
of future events, and there can be no assurance that any design will succeed in achieving its stated goals
under dl potential future conditions; over time, control may become inadequate because of changes in
conditions, or the degree of compliance with the policies or procedures may deteriorate. Because of the
inherent limitations in a cost-effective control system, misstatements due to error or fraud may occur and
not be detected.

CEO and CFO Certifications

Appearing immediately following the Signatures section of this report there are Certifications of the
CEO and the CFO. The Certifications are required in accordance with Section 302 of the Sarbanes-Oxley
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Act of 2002 (the "Section 32 Certifications'). This Item of this report, which you are currently reading is
the information concerning the Evaluation referred to in the Section 302 Certifications and this information
should be read in conjunction with the Section 302 Certifications for a more complete understanding of the
topics presented.

PART Il - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

We are involved in numerous pending or threatened proceedings by or against us or one or more of our
subsidiaries that arise in the ordinary course of business. The damages that may be clamed are
subgtantial, including in many instances claims for punitive or extraordinary damages.

On June 25, 2002, Brown & Brown, Inc., its wholly owned subsidiary, Brown & Brown Insurance
Services of Texas, Inc. ("BBTX"), and Aerostaff Services, Inc. ("Aerostaff") were named as defendants
in a lawsuit filed by Vega Roofing, Inc. ("Plaintiff") in a case styled Vega Roofing Co. vs. Brown &
Brown, Inc., et al., Cause No. C-1250-02-B in the 92" Judicial District Court of Hidalgo County, Texas.
Faintiff aleges violations of the Texas Insurance Code and the Texas Deceptive Trade Practices-
Consumer Protection Act, negligent misrepresentation and professional negligence, and seeks recovery of
punitive or extraordinary damages (such as treble damages) and attorneys fees.

Paintiff, a roofing company, was one of Aerostaff's clients. Aerostaff provided "employee leasing™-
type services to Plaintiff. Paintiff clams that Aerostaff was responsible for obtaining workers
compensation insurance to cover leased workers and failed to obtain such coverage, thereby causing
damage to Plaintiff. Plaintiff has claimed that BBTX and Brown & Brown, Inc. are aso liable to it for
those clams. Plaintiff is seeking unspecified monetary damages against Aerostaff, BBTX and Brown &
Brown, Inc.

On the same day that Plaintiff filed its complaint, Aerostaff filed a cross action in the case against
BBTX and Brown & Brown, Inc. asserting substantially the same causes of action aleged by Plaintiff in
the origina complaint, and seeking an unspecified amount in monetary damages, including punitive or
extraordinary damages such as treble damages, and attorneys fees. Aerostaff assertsin the cross action,
among other things, that BBTX and Brown & Brown, Inc. were its agents for procuring workers
compensation insurance coverage for Aerostaff, including its clients, and failed to procure acceptable
coverage, thereby causing damage to Aerostaff. In subsequent responses to discovery requests in the
litigation, Aerostaff claims that its loss due to the aleged failure of BBTX and Brown & Brown, Inc. to
procure acceptable insurance totaed approximately $50,000,000.

On May 2, 2003, BBTX and Brown & Brown, Inc. received from Aerostaff an offer to compromise
al claims and disputes between Aerostaff, Brown & Brown, Inc. and BBTX. The offer to compromise
sought monetary damages equal to the combined policy limits of applicable insurance coverage for the
clams asserted by Aerostaff against BBTX and Brown & Brown, Inc., an amount that exceeds
$85,000,000, and that could be significantly higher if, as Aerostaff contends, insurance policies other than
professona liability policies are applicable to Aerostaff's clams. BBTX and Brown & Brown, Inc. have
advised Aerostaff that a substantive response to the offer will be provided as soon as a full anaysis of the
basis for the amounts claimed in the offer of settlement can be completed.

The workers compensation insurance procured by Aerostaff through BBTX involved an insurance
program that is also the subject of other threatened and pending claims and lawsuits against BBTX and us.
Some of these claims and lawsuits have been resolved, others are in the process of being resolved, and
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others are till in the investigation or discovery phase. We intend to respond appropriately to these claims
and lawsuits, and to vigorously protect our interests.

Although the ultimate outcome of all matters referred to above cannot be ascertained and ligbilities in
indeterminate amounts may be imposed on us or our subsidiaries, on the basis of present information,
amounts aready provided, availability of insurance coverages and legal advice received, it is the opinion of
management that the disposition or ultimate determination of such claims will not have a material adverse
effect on our consolidated financiad position. However, as (i) one or more of our insurance carriers could
take the postion that portions of these claims are not covered by our insurance, (ii) to the extent that
payments are made to resolve claims and lawsuits, applicable insurance policy limits are reduced and (jii)
the claims and lawsuits relating to these matters are continuing to develop, it is possible that future results
of operations or cash flows for any particular quarterly or annual period could be materialy affected by
unfavorable resolutions of these matters.

ITEM 6. EXHIBITSAND REPORTSON FORM 8-K
(@ EXHIBITS

Exhibit 3a Articles of Amendment to Articles of Incorporation (adopted April 24,
2003) (filed herewith), and Amended and Restated Articles of
Incorporation (incorporated by reference to Exhibit 3a to Form 10-Q for
the quarter ended March 31, 1999).

Exhibit 3b Bylaws (incorporated by reference to Exhibit 3b to Form 10-K for the year
ended December 31, 2002).

Exhibit 4 Rights Agreement, dated as of July 30, 1999, between the Company and
First Union National Bank, as Rights Agent (incorporated by reference to
Exhibit 4.1 to Form 8K filed on August 2, 1999).

Exhibit 99.1 Certification by the Chief Executive Officer of Registrant submitted to the
Securities and Exchange Commission pursuant to 18 U.S.C. Section 1350
as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
This Certification shall not be deemed to be "filed" with the Commission or
subject to the liabilities of Section 18 of the Exchange Act, except to the
extent that the Registrant specifically requests that such Certification be
incorporated by reference into a filing under the Securities Act or
Exchange Act. This Certification is being furnished to the Commission and
accompanies this report pursuant to SEC Release No. 33-8212.

Exhibit 99.2 Certification by the Chief Financial Officer of Registrant submitted to the
Securities and Exchange Commission pursuant to 18 U.S.C. Section 1350
as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
This Certification shall not be deemed to be "filed" with the Commisson or
subject to the ligbilities of Section 18 of the Exchange Act, except to the
extent that the Registrant specifically requests that such Certification be
incorporated by reference into a filing under the Securities Act or
Exchange Act. This Certification is being furnished to the Commission and
accompanies this report pursuant to SEC Release No. 33-8212.
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() REPORTS ON FORM 8K

The Company aso filed a current report on Form 8K on March 25, 2003. This current
report reported (a) Item 9which announced that the Company submitted to the Securities and
Exchange Commission certifications by its Chief Executive Officer and Chief Financia Officer,
pursuant to 18 U.S.C. Section 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, with respect to the Company's report on Form 10-K for the year ended December
31, 2002, and (b) Item 7, which attached as Exhibit 99.1 the Certification of J. Hyatt Brown,
Chief Executive Officer of the Company and Exhibit 99.2 the Certification of Cory T. Walker,
Chief Financial Officer of the Company.

The Company filed a current report on Form 8K on April 11, 2003. This current report
reported (a) Item 9 which announced that the Company issued a press release relating to the
Company's earnings for the first quarter of fisca year 2003, and (b) Item 7, which attached as
Exhibit 99 the Press Release issued April 10, 2003.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has caused this
report to be signed on its behalf by the undersigned thereunto duly authorized.

BROWN & BROWN, INC.

/S/ CORY T. WALKER
Date: May 15, 2003

Cory T. Walker

Vice President, Chief Financial Officer
and Treasurer

(duly authorized officer, principd financia
officer and principa accounting officer)



Certification by the Chief Executive Officer
Pursuant to Sarbanes-Oxley Section 302(a)

I, J. Hyatt Brown, certify that:

1

2,

| have reviewed this quarterly report on Form 10-Q of Brown & Brown, Inc.;

Based on my knowledge, this quarterly report does not contain any untrue statement of amaterial fact or
omit to state amaterial fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this quarterly
report;

Based on my knowledge, the financial statements, and other financial information included in this quarterly
report, fairly present in all material respectsthe financial condition, results of operations and cash flows of
the registrant as of, and for, the periods presented in this quarterly report;

Theregistrant's other certifying officers and | are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and we
have:

a) designed such disclosure controls and procedures to ensure that material information relating to
theregistrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this quarterly report is being prepared,;

b) evaluated the effectiveness of the registrant's disclosure controls and procedures as of adate
within 90 days prior to the filing date of this quarterly report (the " Evaluation Date"); and

c) presentedin thisquarterly report our conclusions about the effectiveness of the disclosure
controls and procedures based on our evaluation as of the Evaluation Date;

Theregistrant's other certifying officers and | have disclosed, based on our most recent evaluation, to the
registrant's auditors and the audit committee of registrant's board of directors(or persons performing the
equivalent function):

a) al significant deficienciesin the design or operation of internal controls which could adversely
affect the registrant's ability to record, process, summarize and report financial dataand have
identified for the registrant's auditors any material weaknessesin internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant rolein the registrant's internal controls;

Theregistrant's other certifying officersand | have indicated in this quarterly report whether or not there
were significant changesin internal controls or in other factorsthat could significantly affect internal
controls subsequent to the date of our most recent evaluation, including any corrective actions with regard
to significant deficiencies and material weaknesses.

Date: May 15, 2003

By: /g J HYATT BROWN

J. Hyatt Brown
Chief Executive Officer
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Certification by the Chief Financial Officer
Pursuant to Sarbanes-Oxley Section 302(a)

I, Cory T. Walker, certify that:

1

2,

| have reviewed this quarterly report on Form 10-Q of Brown & Brown, Inc.;

Based on my knowledge, this quarterly report does not contain any untrue statement of amaterial fact or
omit to state amaterial fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this quarterly
report;

Based on my knowledge, the financial statements, and other financial information included in this
quarterly report, fairly present in all material respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented in this quarterly report;

Theregistrant's other certifying officersand | are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and we
have:

a)  designed such disclosure controls and procedures to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this quarterly report is being prepared;

b)  evaluated the effectiveness of the registrant's disclosure controls and procedures as of a date within
90 days prior to the filing date of this quarterly report (the " Evaluation Date"); and

c)  presented in this quarterly report our conclusions about the effectiveness of the disclosure controls
and procedures based on our evaluation as of the Evaluation Date;

Theregistrant's other certifying officers and | have disclosed, based on our most recent evaluation, to the

registrant's auditors and the audit committee of registrant's board of directors (or persons performing the
equivalent function):

a) al significant deficienciesin the design or operation of internal controls which could adversely
affect the registrant's ability to record, process, summarize and report financial data and have
identified for the registrant's auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant'sinternal controls;

Theregistrant's other certifying officersand | have indicated in this quarterly report whether or not there
were significant changesin internal controlsor in other factorsthat could significantly affect internal
controls subsequent to the date of our most recent evaluation, including any corrective actions with regard
to significant deficiencies and material weaknesses.

Date: May 15, 2003

By: /sy CORY T. WALKER

Cory T. Walker
Chief Financial Officer
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